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American I nstitute of Accountants
I N C O R P O R A T E D  U N D E R  T H E  L A W S  O F  T H E  D I S T R I C T  O F  C O L U M B I A
TH E NA TIO N A L ORG ANIZATIO N OF C E R T IFIE D  PUBLIC ACCOUNTANTS
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S U B JE C T : A C CO U N TA N TS' L IA B IL IT Y  INSURANCE
To P u b lic  A cco u n tin g  P r a c t i t io n e r s  and F i r m s  r e p r e s e n te d  
in  th e  A m e r ic a n  In s t i tu te  of A c co u n ta n ts :
T h e  I n s t i tu te 's  C o m m itte e  on A c c o u n ta n ts ' L ia b il i ty  and L ia b il i ty  
In s u ra n c e  h a s  th r e e  m a in  o b je c t iv e s :  (1) to  g ive  co n tin u o u s  c o n s id e ra t io n  
to  th e  c o v e ra g e  a ffo rd e d  by a c c o u n ta n ts ' l ia b i l i ty  p o lic ie s  and to  e n d e a v o r 
to  h av e  c o v e ra g e  ex ten d ed  to  ta k e  c a r e  of any  s i tu a tio n s  w hich  shou ld  b e , 
bu t w h ich  a r e  no t, c o v e re d  by p o lic ie s  b e in g  w r it te n ; (2) to  m in im iz e  c la im s  
m ad e  a g a in s t  a c c o u n ta n ts : and (3) to  re d u c e  a c c o u n ta n ts ' l ia b i l i ty  in s u ra n c e  
c o s ts .
T he  c o m p a n ie s  w r i t in g  m o s t of th e  a c c o u n ta n ts ' l ia b i l i ty  p o lic ie s  a r e  
A m e ric a n  S u re ty  C om pany , In d e m n ity  In s u ra n c e  C om pany  of N o rth  A m e r ic a , 
and L lo y d 's ,  L ondon. At th e  p r e s e n t  t im e  the  c o v e ra g e  a ffo rd e d  by  p o lic ie s  
w r i t te n  by  th e s e  th r e e  c o m p a n ie s  a p p e a rs  to  be p r a c t ic a l ly  id e n tic a l  and 
a d eq u a te . A m ong o th e r  m a t te r s  g iv en  c o n s id e ra t io n  by  th e  C o m m itte e  h as 
b een  th e  p o s s ib i l i ty  of g ro u p  p o lic ie s  w hich  m ig h t be  w r i t te n  a t lo w e r c o s t 
but w ith  th e  sa m e  c o v e ra g e  a s  is  now a ffo rd e d  by  p o lic ie s  c u r r e n t ly  
w r it te n . W hile th e  C o m m itte e  h a s  b e en  e n c o u ra g e d  by th e  i n te r e s t  ta k e n  on 
th e  p a r t  of c o m p a n ie s  w r it in g  a c c o u n ta n ts ' l ia b i l i ty  p o l ic ie s ,  th e r e  s e e m s  to  
be no p r e s e n t  in d ic a tio n  th a t g ro u p  p o lic ie s  w ill be o ffe re d  to  a c c o u n ta n ts . 
H o w ev er, th e  C o m m itte e  h as  b een  in fo rm e d  th a t A m e r ic a n  S u re ty  C om pany  
and In d e m n ity  In s u ra n c e  C om pany  of N o rth  A m e r ic a  a r e  now f il in g  re d u c e d  
r a t e s  ra n g in g  f ro m  9.1% re d u c tio n  in  p re m iu m  c o s t in  th e  c a s e  of s m a l le r  
p o lic ie s  to  5.6% re d u c tio n  in  th e  c a s e  of l a r g e r  p o lic ie s .
T he  C o m m itte e  is  v e ry  p le a s e d  to  know  th a t th e  lo s s  e x p e r ie n c e  of 
A m e r ic a n  S u re ty  C om pany  and In d e m n ity  In s u ra n c e  C om pany  of N o rth  
A m e r ic a  h a s  b een  su ch  th a t th e  c o m p a n ie s  a r e  ab le  to  m ak e  th e  fo re g o in g  
re d u c tio n s  in  r a t e s .  T he  C o m m itte e  u rg e s  a l l  m e m b e rs  of th e  In s t i tu te  who 
do not c a r r y  a c c o u n ta n ts ' l ia b i l i ty  in s u ra n c e ,  bu t who have  b een  c o n s id e r in g  
ta k in g  out su ch  p o lic y , to  do so . T he c o s t of e a c h  a c c o u n ta n ts ' l ia b i l i ty  in ­
s u ra n c e  p o lic y  w ill be in flu en ced  by  th e  p re m iu m  vo lu m e w hich , i t  is  hoped , 
w ill be in c r e a s e d  as  a r e s u l t  of th e  fo re g o in g  r a t e  re d u c tio n s . T he  to ta l  
c o s t of a c c o u n ta n ts ' l ia b i l i ty  in s u ra n c e  d e p en d s , in  th e  long  ru n , upon th e  
c la im s  p a id  by  the  in s u ra n c e  c o m p a n ie s .
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F r o m  tim e  to  t im e  th e  C o m m itte e  h a s  b een  a sk e d  to  re c o m m e n d  the  
am o u n t of a c c o u n t a n t s' l ia b i l i ty  in s u ra n c e  w hich  sh o u ld  be c a r r i e d  by the  
i n q u i r e r ’ s f i r m  T he C o m m itte e  is  u n ab le  to  m ak e  any  re c o m m e n d a tio n  
A d equate  c o v e ra g e  w ould be in  th e  am o u n t of th e  m a x im u m  r i s k  and th e  
c o s t of su ch  a p o lic y , if  it cou ld  be s e c u re d ,  w ould not o n ly  be p ro h ib it iv e  
but w ould e x ce e d  a ll  re a s o n a b le  e x p e c ta tio n  of b e n e f it  o r  s a fe g u a rd  t h e r e ­
f ro m  T h e  C o m m itte e  h a s  b een  a d v ise d  b y  A m e r ic a n  S u re ty  C om pany  and 
In d e m n ity  In s u ra n c e  C om pany  of N o rth  A m e r ic a  th a t  th e  a v e ra g e  am o u n ts  
c a r r i e d  by  f i r m s  of v a r io u s  s iz e s  a r e  a s  fo llow s:
N um b e r  on Sta ff  A v e ra g e  A m o u n ts  C a r r i e d
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T he  tw o c o m p a n ie s  have  s ta te d  to  th e  C o m m itte e  th a t th e y  b e lie v e  
m o s t p o lic y h o ld e rs  w ould be w a r ra n te d  in  c a r r y in g  l a r g e r  a m o u n ts  w hich , th e y  
p o in t ou t, cou ld  be c a r r i e d  w ith  a r e la t iv e ly  s m a l l  in c r e a s e  in  th e  an n u a l p r e ­
m iu m . A m o u n ts  a r e  not g iven  fo r  f i r m s  h av in g  m o re  th a n  f if ty  on th e i r  s ta f f  
b e c a u s e  th e r e  a r e  su ch  w ide v a r ia t io n s  in  p r a c t ic e  w ith  co n se q u e n t v a r ia t io n s  
in  am o u n ts  of p o s s ib le  c la im s
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